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What  is  the  Cause? 


The  present  crisis  in  business  seems  to  be  a great  puzzle 
to  tbe  wise  beads  of  the  financial  world.  We  are  in  a state 
of  profound  peace  with  all  mankind ; the  health  of  the 
people  was  never  better ; the  harvests,  and  production  in 
general,  never  so  abundant ; the  material  and  substantial 
wealth  of  the  country  never  so  great ; — -in  a word,  we  have 
all  the  elements  of  the  greatest  possible  business  prosperity. 
ISTotwithstanding,  credit  is  prostrated.  The  Banks  are  sus- 
pended or  broken.  Private  capitalists  will  not  lend,  except 
in  the  smallest  amounts,  for  the  shortest  time,  and  upon 
interest  ruinous  to  the  borrower.  Trade  is  stagnant.  The 
importer  cannot  pay  for  his  importations  ; the  city  mer- 
chant cannot  pay  the  importer  ; the  country  merchant  can- 
not pay  the  city  merchant ; the  farmer  cannot  pay  the 
country  merchant ; the  commission  merchant  or  forwarder 
cannot  buy  the  farmer’s  produce,  nor  send  it  to  market  if 
he  had  it ; the  manufacturers  cannot  manufacture,  and 
have  closed  their  mills  and  workshops,  and  discharged  their 
workmen  by  thousands.  Winter  is  setting  in,  the  canals 
are  about  to  close,  with  all  our  means  of  livelihood  sud- 
denly cut  off.  Nothing  but  failure,  failure,  all  over  the 
country,  even  of  the  strongest  houses.  The  man  whose 
property  is  worth  a hundred  thousand  dollars  goes  down, 
and  loses  it  all  because  he  cannot  raise  ten  thousand. 
All  words  are  feeble  to  describe  the  actual  conditon  of 
things.  It  is  as  if  the  atmospheric  air  were  suddenly  de- 
prived of  its  oxygen.  The  whole  nation  is  gasping  for 
the  breath  of  life. 
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And  what  is  the  cause  of  this  entire  paralysis  of  the 
business  of  a continent?  “Panic,  panic,”  says  the  Rev. 
Beecher,  of  Kossuth’s  material  aid,  and  Sharpe’s  rifle  noto- 
riety. “Men,  you  are  cowards  all.  You  think  you  have 
seen  a ghost  — that  is  all  that  is  the  matter.  Everyman 
sees  an  object  of  distrust  in  his  fellow  man.  Put  confldence 
in  one  another,  and  immediately  all  will  be  well.”  Bless 
his  innocent  soul ! Does  it  not  occur  to  him  to  ask  what  is 
the  cause  of  the  panic?  But  he  will  answer,  “A  panic,  by 
its  very  definition,  is  a sympathetic  fear  without  any  sufficient 
cause.”  AYell,  then,  since  he  undertakes  to  speak  in  the 
name  of  Christianity,  and  as  a Christian  Minister,  once  in  a 
while,  does  he  not  know  that  the  great  god  Pan  has  been 
dead  now  these  eighteen  hundred  and  fifty-seven  years  ? 
And  being  a parcel  philosopher,  he  ought  to  know  that  it 
is  wholly  unphilosophical  to  suppose  that  a great  over- 
shadowing and  all-paralyzing  fear  can  fall  upon  a whole 
continent  without  a cause.  As  well  might  he  assure  us 
that  the  water  rises  in  the  pump,  and  the  mercury  in  the 
glass,  “because  nature  abhors  a vacuum.” 

No.  There  is  a sutificient  cause  for  this  sudden  and  com- 
plete dead-lock  in  the  business  of  the  country ; and  it  is 
this  which  I now  undertake  to  discuss.  Whether  the  solu- 
tion I shall  give  be  satisfactory  or  not,  I may  venture  to 
assure  my  readers  that  it  will  at  least  be  intelligible. 

I.  TnE  EVIL  FROM  AVIIICH  WE  NOW  SUFFER  IS  SIMPLY  A 
UERANGEMENT  OF  THE  CURRENCY. 

This  is  evident  from  the  fact  that  the  material  and  sub- 
stantial wealth  of  the  country  remains  untouched.  Not  a 
particle  of  it  has  been  destroyed.  Nay,  as  has  been  said, 
it  was  never  so  great  and  abundant  as  it  is  now.  If  there 
had  been  any  loss  of  wealth  or  substantial  value  the  pres- 
ent discussion  would  be  greatly  complicated.  Never,  there- 
fore, in  any  possible  conjuncture  of  circumstances,  could 
the  real  difficulty  be  presented  in  a more  simple  and  net 
form,  or  the  discussion  be  less  embarassed.  I make  this 
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statement  not  for  the  purpose  of  throwing  any  new  light 
upon  the  subject;  for  that  our  present  trouble  is  a derange- 
ment of  the  currency,  is  self-evident  and  acknowledged  by 
all  men.  But  it  will  enable  us  to  confine  our  minds  to  this 
narrowed  form  of  the  question,  What  is  the  matter  with  the 
currency  f A true  solution  of  this  question  will  be  the  true 
solution  of  the  whole  difficulty. 

II.  The  currency  is  the  measure  of  the  value  of 
ALL  other  THIYGS. 

The  foregoing  proposition  leads  directly  to  the  inquiry, 
what  is  that  thing  which  we  call  the  currency,  the  circu- 
lating medium,  the  medium  of  exchange,  or  money  ? This 
is  to  be  understood  from  the  uses  which  it  serves,  and 
which  are  all  reducible  one — its  use  as  a standard  or  repre- 
sentative^ or  measure  of  value.  As  such  it  differs  from  the  yard 
stick,  and  from  weights  and  measures  in  general,  precisely 
in  this  that  these  are  measures  of  weight  or  quantity,  but 
not  of  value,  whilst  that  is  a measure  of  value,  but  not  of 
weight  or  quantity.  Now  weights  and  measures  are  able  to 
serve  as  measures  of  weight  or  quantity  in  virtue  of  this 
that  they  have,  or  contain,  some  certain  weight  or  quantity 
of  their  own.  The  yard  stick  could  not  measure  the  length 
of  a roll  of  tape  if  it  had  no  certain  length  of  its  own. 
The  bushel  could  not  measure  a quantity  of  wheat  if  it 
did  not  contain  some  certain  quantity  of  its  own.  The 
weights  of  the  scales  could  not  measure  the  weight  of  a 
quintal  of  codfish  if  they  had  not  some  certain  weight  of 
their  own.  This  is  self-evident.  Consequently  money,  the 
measure  of  value,  must  have  some  certain  value  of  its  own. 
I do  not  say  here,  although  these  incontrovertible  state- 
ments look  only  in  that  direction,  that  this  value  must  be 
intrinsic,  as  in  the  case  of  the  precious  metals,  and  not  con- 
ventional, as  in  that  of  Bank  paper ; but  simply  that 
money,  as  the  measure  of  the  value  of  all  other  things, 
must  have  an  understood  and  received  value  of  its  own.  If 
this  were  not  so  I could  not  pay  for  a bushel  of  potatoes 
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with  fifty  cents,  or  a dollar,  or  any  sum  of  money,  any 
more  than  the  dry  goods  merchant  can  pay  for  a barrel  of 
flour  by  handing  over  to  the  miller  his  yard  stick.  It 
is  in  virtue  of  this  value  of  its  own  that  money  can  serve 
as  a medium  of  exchange,  or  representative  of  value.  And 
it  is  in  virtue  of  this  that  it  can  be  bought  and  sold,  or 
traded  in,  as  any  other  merchantable  commodity. 

This,  therefore,  exhausts  the  idea  of  money.  It  is  the 
measure  of  the  value  of  all  other  things  which  lie  within 
the  field  of  commerce ; that  is  to  say,  of  all  other  goods 
and  commodities. 

III.  AYuat  that  is  which  gives  to  Money  its  Yalue. 

The  cpiestion,  what  gives  to  money  this  value  ? requires 
to  be  answered  with  respect  to  each  of  the  two  things,  ex- 
ceedingly diverse  in  their  own  nature,  which  constitute  the 
currency,  or  circulating  medium ; that  is  to  say,  1,  the  pre- 
cious metals,  and  2,  Bank  paper.  1.  With  respect  to  the 
precious  metals,  three  elements,  and  but  three,  enter  into 
their  value,  to  wit,  (a)  their  scarcity,  (b)  their  use  in  the 
arts,  and  (c)  their  use  as  money.  For  if  they  were  more  or 
less  abundant,  or  more  or  less  useful  in  the  arts,  or  as  money, 
they  would  be  more  or  less  valuable.  If  this  be  not  self-ev- 
ident it  becomes  plain  by  reduction  of  the  proposition  to  its 
lowest  terms.  For  if  the  precious  metals  were  so' scarce  as 
to  be  wholly  unattainable,  of  course,  they  would  be  value- 
less, as  any  other  thing  which  may  be  conceived  of,  but 
which  cannot  be  possessed.  If  they  were  perfectly  useless 
in  the  arts,  and  as  money,  since  they  have  no  other  use,  they 
would  be  equally  valueless.  2.  With  respect  to  Bank  paper, 
its  value  as  money — and  it  has  no  other — -is  derived  wholly 
from  a conventional  agreement,  sanctioned  and  regulated 
by  law,  to  regard  and  use  it  as  money  of  equal  value  with 
the  precious  metals.  Apart  from  this  agreement  it  has  no 
value  whatever.  When  this  agreement  is  shaken  it  sinks 
in  value  ; when  it  is  broken  up  it  becomes  as  valueless  as 
bits  of  blank  paper. 
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IV.  Equatio:!^  of  Value  betweeist  the  whole  Chr- 

KEHCY  AKD  THE  WHOLE  OF  THAT  FOE  WHICH  IT  IS 

USED  AS  THE  MeDIUH  OF  ExCHAHGE. 

There  is  always  an  equation  of  value  between  the  farmer’s 
bushel  of  wheat  and  the  dollar,  or  whatever  be  its  market 
price,  which  the  miller  pays  for  it.  It  is  in  virtue  this 
equahty  in  value  between  the  two  things  that  the  one  is,  or 
can  be,  currently  exchanged  for  the  other.  The  same  equa- 
tion evidently  exists  between  every  other  commodity  that  is 
bought  and  sold  and  the  market  price  that  is  paid  for  it. 
Hence  a constant  equation  of  value  stands  between  the 
whole  currency  in  use  and  the  whole  amount  of  the  com- 
modities for  which  it  is  once  used  as  the  medium  of  ex- 
change. But  if  the  trade  of  any  given  period  of  time  be 
taken  into  account,  one  and  the  same  dollar  may  serve  as 
the  medium  of  exchange  for  a bushel  of  wheat,  a hoe,  a 
string  of  fish,  a joint  of  meat,  and  for  as  many  other  things 
of  equal  market  value  as  it  can  be  used  in  purchasing  while 
it  passes  from  hand  to  hand.  For  the  trade  of  a whole  year, 
therefore,  the  equation  stands  thus  : Let  X equal  the  value 
of  all  the  commodities  exchanged : let  Y equal  the  value 
of  the  whole  currency  by  which  they  are  exchanged ; and 
Z the  number  of  times  this  has  passed  from  hand  to  hand. 

X = Z Y. 

That  is  to  say,  there  is  always  an  equation  of  value  between 
the  whole  amount  of  the  commodities  eaxhanged  hy  raoney^  in  a 
given  time^  and  the  whole  amount  of  the  currency  in  use  mul- 
tiplied hy  the  number  of  times  this  has  passed  from  hand  to 
hand. 

This  equation  is  unchangeable.  It  is  never  affected  by 
any  possible  scarcity  or  plenty  of  money  or  goods,  nor  by 
the  consequent  fluctuation  in  market  prices.  If  the  har- 
vests, and  production  in  general,  be  increased  or  diminished 
to  any  conceivable  extent,  and  the  quantity  of  the  circu- 
lating medium  remain  unchanged,  the  value  of  all  com- 
modities falls  or  rises  to  equal  the  value  of  the  currency  by 
which  it  must  be  exchanged.  This  is  the  simple  and  sole 
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reason  why  scarcity  enhances,  and  plenty  brings  down 
prices.  Conversely,  if  production  and  consumption  remain 
the  same ; in  other  words,  if  the  demand  be  neither  in- 
creased nor  diminished,  and  the  quantity  of  the  circulating 
medium  be  expanded  or  contracted,  this  depreciates  or  is 
enhanced  in  value,  in  an  equal  degree,  to  equate  with 
the  value  of  the  commodities  which  must  be  exchanged 
by  its  means.  Consequently  the  prices  of  all  articles 
of  commerce  go  up  in  the  market  from  either  of  two 
causes,  i.  e.  their  scarcity,  or  the  expansion  of  the  cur- 
rency ; and  in  like  manner,  they  go  down  in  the  market 
from  either  of  two  causes,  i.  e.  their  plenty,  or  the  contraction 
of  the  currency.  And  it  is  always  an  important  question 
for  the  people  when  provisions  are  high,  whether  this  is 
caused  by  actual  insufficiency  of  supply  to  the  demand,  or 
by  an  expanded  currency.  If  the  former,  the  evil  is  with- 
out remedy  ; ^ and  the  rise  of  prices  is  legitimate  and  bene- 
ficial because  it  promotes  economy  of  the  inadequate  supply, 
and  araws  supplies  from  those  places  where  there  is  abun- 
dance to  those  where  there  is  deficiency.  But  if  the  rise 
of  prices  be  due  to  an  expansion  of  the  currency,  then  the 
people  have  reason  to  demand  an  increase  of  their  wages 
and  salaries.  For  without  such  increase  of  wages,  provisions 
may  go  up  to  starvation  prices  when  there  exists  the  great- 
est abundance  of  everything,  no  less  than  from  blighted 
harvests.  There  has  been,  for  years  past,  ample  sufficiency 
in  our  markets  to  meet  all  demands,  whether  of  home  con- 
sumption or  exportation,  yet  the  price  of  provisions  has 
been  mostly  on  the  rise.  We  know,  therefore,  that  this  is 
to  be  ascribed  to  an  increase  of  the  quantity  of  the  circu- 
lating medium  depreciating  in  value  to  equate  witb  the 
commodities  exchanged  by  its  means. 

The  knowledge  of  this  equation  is  one  of  the  great  cen- 
tral lights  of  political  economy.  It  is  the  guiding  clue 
through  all  the  intricacies  in  the  discussions  of  the  validity 
of  Bank  paper  as  a medium  of  exchange ; and  it  explodes 
a thousand  popular  errors'  and  fallacies. 
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1.  One  of  these  is  that  Banks  make  money  plenty.  It 
is  true,  indeed,  that  these  increase  the  quantity  of  the  cir- 
culating medium,  but  not  its  value.  That,  whether  the 
quantity  be  increased  or  diminished  to  any  extent,  always 
remains  equal  to  the  value  of  the  commodities  to<  be  ex- 
changed by  its  means.  Consequently  for  everj  million  of 
Bank  issues  the  currency  in  use  before  is  worth  just  one 
million  less.'  And  every  dollar  of  it  is  depreciated  in  its  pro- 
portion ; that  is  to  say,  it  will  buy  proportionately  less  than 
it  would  before.  So  that  precisely  to  the  amount  by  which 
the  few  persons,  to  whom  the  Banks  lend  their  money,  are 
accommodated,  the  whole  community  suffers  by  the  conse- 
quent depreciation  of  the  currency  in  use.  But  this  loss 
falls  with  most  grievous  weight  upon  all  who  live  by  fixed 
salaries  or  incomes,  and  whose  means  of  living  are  barely 
adequate  to  their  necessities,  i.  e.  upon  the  poor.  For  sup- 
pose that  the  currency,  during  the  last  ten  years,  has  been 
increased  in  quantity,  and  depreciated  in  value,  to  the  ex- 
tent of  thirty-three  and  a third  per  cent.  This,  of  course, 
has  enhanced  the  price  of  everything  that  is  bought  and 
sold,  and  consequently  of  rents  and  provisions,  just  one-third. 
The  cost  of  living  is  therefore  one-third  greater  than  it  was 
ten  years  ago.  So  that  a salary  or  income  of  a thousand 
dollars  is  worth  three  hundred  and  thirty-three  dollars  less 
than  it  was  then.  One  of  three  hundred  dollars  is  worth 
only  two  hundred,  i.  e.  it  will  buy  no  more  than  two  hun- 
dred would  ten  years  ago.  But  if  it  be  said  that  the  rise  of 
prices  always  tends  to  an  increase  of  salaries  and  wages,  I 
answer  that  the  rise  in  prices  always  precedes  by  months, 
and  sometimes  by  years,  that  of  wages — this  necessarily 
lags  slowly  behind  that.  A man  with  a fixed  salary  of  two 
thousand  dollars  often  suffers  for  years  to  the  extent  of  six 
or  seven  hundred  of  it,  for  no  other  reason  in  the  world 
but  a bloated  currency.  When  it  once  comes  to  be  under- 
stood, it  is  just  as  certain  as  any  proposition  in  geometry, 
that  whatever  is  gained  in  quantity  by  Bank  issues  is 
lost  in  the  value  of  the  currency.  The  money  plenty  made 

by  the  Banks  is,  therefore,  a pure  fallacy. 
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2.  Anotlier  of  these  fallacies,  which  this  equation 
explodes,  is  the  idea  that  without  Banks  there  would 
not  be  gold  and  silver  enough  to  serve  for  a medium  of 
exchange.  For  the  inevitable  effect  of  these  issues  is  to 
depreciate  the  value  of  the  precious  metals,  and  thereby  to 
drive  them  out  of  the  country.  They  are  depreciated  in  all 
of  the  three  elements  which  go  to  make  up  their  value,  (a) 
For  whilst  the  paper  continues  at  par  its  effect  upon  the 
value  of  tlie  precious  metals  is  just  the  same  as  if  they  were 
increased  in  quantity  by  the  amount  of  the  Bank  issues ; (b) 
that  is  to  say,  their  use,  and  the  consequent  demand  for 
them  as  money,  is  diminished  precisely  to  the  amount  of 
the  Bank  paper  which  takes  their  place  ; (c)  which,  in  fine, 
sets  free  a greater  portion  of  them  for  their  uses  in  the  arts, 
and  thus  lessens  the  relative  demand  for  them  in  that  ele- 
ment of  their  value.  The  effect  of  Bank  issues,  therefore, 
is  to  depreciate  the  precious  metals  in  all  the  elements 
which  constitute  their  value. 

And  this  depreciation,  for  the  time,  and  in  the  country 
where  the  paper  circulates  at  par,  is  as  complete  and  effec- 
tual in  all  its  practical  results  as  it  could  be  by  alloy  with 
the  base  metals.  For  Banks  cannot  create  value  — that  is 
self-evident  to  every  mind  that  can  think.  And  because 
the  value  of  the  whole  currency  in  use,  whatever  be  its 
quantity,  must  remain  in  equation  with  that  of  the  com- 
modities exchaiiged  by  its  means,  the  increase  of  the  quan- 
tity cannot  fail  proportionately  to  depreciate  its  value,  and 
consequently  of  that  portion  of  it  which  consists  of  gold 
and  silver.  The  effect  of  the  issues  of  every  Bank,  there- 
fore, upon  the  value  of  the  precious  metals,  in  the  country 
where  the  paper  circulates  at  par,  is  just  that  which  would 
be  produced  by  so  much  alloy.  It  concerns  all  men  to 
understand  this. 

But  because  the  gold  and  silver  is  not  actually  alloyed 
it  still  retains  its  value  in  other  countries  where  less  of 
Bank  paper  circulates.  This  causes  an  immediate  flow  of 
the  precious  metals  out  of  the  country  where  they  have 
thus  suffered  depreciation,  into  those  countries  where  they 
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retain  tlieir  value.  The  tendency,  and  final  result,  of  every 
Bank  that  issues  a hundred  thousand  dollars  of  its  bills,  is 
to  push  a hundred  thousand  dollars  of  specie  across  the 
ocean.  The  millions  of  Bank  issues  in  this  country  during 
the  past  few  years,  in  excess  above  the  issues  in  France  and 
England,  have  pushed  just  so  many  millions  of  specie  away 
from  us  to  them.  This  is  the  reason  why  our  ocean  steam- 
ers have  been  almost  freighted,  for  a long  time,  with  gold 
and  silver,  but,  until  the  present  contraction  of  the  Bank 
currency,  have  not  returned  any  considerable  sums  to  us. 
For  the  natural  increase  of  gold  from  the  California  mines 
in  this  country  has  not  equalled  that  in  England  from 
Australia,  during  the  same  time. 

Consequently  the  effect  of  the  withdrawal  of  the  circula- 
tion of  any  one  Bank  from  the  currency  is  to  enhance  the 
value  of  that  which  remains  precisely  to  the  extent  of  that 
which  is  withdrawn.  So  that  if  all  the  Bank  paper  in  cir- 
culation among  us  were  cancelled,  the  gold  and  silver  in 
circulation  must  immediately  rise  to  equal  the  value  of  the 
whole  mixed  currency  as  it  was  before.  If,  for  example, 
the  amount  of  specie  currency  be  supposed  to  equal  one- 
tenth  of  the  whole,  cancel  the  nine-tenths,  i.  e.  the  Bank 
paper,  and  every  dollar  of  gold  and  silver  immediately  be- 
comes equal  in  value  to  that  of  an  eagle  before ; it  fills  the 
same  place,  and  serves  the  same  use,  as  a measure  and 
representative  of  value.  In  like  manner,  a dime  serves  the 
same  use,  buys  just  as  much  of  any  commodity,  as  a dollar; 
and  a cent  as  much  as  a dime.  From  this  it  is  evident  that 
a pure  specie  currency,  however  small  in  quantity,  is  capa- 
ble of  division  and  subdivision,  nay,  that  it  necessarily 
divides  and  subdivides  itself,  to  serve  any  possible  demand, 
without  losing  a jot  of  its  value.  That  must  remain  in 
equation  with  the  value  of  the  commodities  to  be  exchanged 
by  its  means.  I speak  not  now  of  the  convenience  of  the 
thing ; that  is  altogether  another  affair ; but  simply  of  the 
sufficiency  in  quantity  of  a gold  and  silver  currency  to 
meet  any  possible  demand  for  its  use  as  a medium  of 
exchange. 
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Add  to  this,  although  it  is  wholly  unnecessary  to  the  i 
completeness  of  the  argument,  that  such  a rise  in  the 
value  of  the  precious  metals  as  follows  the  withdrawal  from 
the  currency  of  the  Bank  paper  in  circulation,  must,  to  an 
equal  extent,  cause  them  to  flow  in  from  all  parts  of  the 
world  where  such  paper  is  in  use,  to  that  from  which  it  is 
banished,  until  the  rates  of  exchange  are  equalized,  and  all 
possible  demands  are  satisfied. 

Hence  there  can  never  be  a deficiency  of  gold  and  silver 
to  serve  as  a medium  of  exchange.  The  idea  is  a pure 
fallacy.  And  it  is  high  time  that  this  fallacy  were  once 
and  for  ever  exploded.  For  surely  they  must  be  “more 
than  sand  blind,  high  gravel  blind,”  not  to  say,  stone  blind, 
who  can  attach  any  value  to  the  arguments  of  those  who 
first  drive  the  gold  and  silver  out  of  the  country,  and  dam 
up  the  channels  by  which  it  would  return,  by  mountains 
of  Bank  paper;  and  then,  with  a wink  behind  them,  gravely 
tell  us  that  without  Bank  paper  there  would  not  be  gold 
and  silver  enough  to  serve  for  currency  purposes ! 

3.  Still  another  fallacy  which  this  equation  explodes,  is 
the  idea  that  Banks  of  issue  are  necessary  to  the  credit 
system.  For  since  no  possible  amount  of  Bank  issues  can 
increase  one  jot  the  value  of  the  whole  currency  — since 
they  can  increase  its  quantity  only  by  depreciating,  to  the 
same  extent,  its  value,  there  must  always  remain  the  same 
amount  of  value  to  accommodate  borrowers.  Hence,  and  as 
a matter  of  fact,  with  a currency  of  a hundred  millions,  the 
borrower  is  accommodated  by  a loan  of  a thousand  dollars, 
precisely  to  the  same  extent,  for  every  possible  use,  that  he 
could  be  accommodated  by  a loan  of  ten  thousand  dollars, 
with  a currency  of  a thousand  millions.  And  it  is  self- 
evident  that  with  such  loans  he  could  be  accommodated  by 
Banks  of  discount,  issuing  no  bills,  as  readily,  and  to  the 
same  extent,  as  by  Banks  of  issue. 

It  is  true,  hov/ever,  that  Banks  of  issue  have  a mighty 
influence  upon  the  credit  system  ; but  that  influence  is 
wholly  disastrous  to  credit.  For  by  affording  illegitimate 
facilities  for  a time,  they  overthrow  it  by  the  inevitable 
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reaction,  as  now  it  is  completely  prostrated  throughout  this 
country.  These  undue  facilities  they  are  enabled  to  afford 
in  virtue  of  being  endowed  with  the  power  of  creating  a 
new  portion  of  circulating  medium,  which  was  not  in 
existence  before,  that  they  may  have  wherewithal  to  lend. 
For  example,  when  a new  Bank  comes  into  existence,  and 
its  bills,  to  the  amount  of  a million,  or  half  million,  are 
lying  fresh  upon  its  counters,  the  first  thing,  of  course,  is  to 
find  borrowers  to  bring  them  into  use.  The  demand  for 
borrowers  creates  the  supply.  Borrowers  with  less  perfect 
securities  come  forward,  and  .are  accepted,  than  such  as 
would  be  demanded  if  this  additional  amount  of  currency 
had  not  been  created,  and  were  not  lying  unemployed. 
Such  undue  facilities  of  credit  draw  away  from  the  field  of 
production  to  the  arena  of  speculation,  whole  armies,  more 
numerous  than  the  Syrian  locust,  of  unsecured  and  inex- 
perienced persons,  who,  in  times  of  a bloated  currency, 
overspread  and  eat  up  the  land.  Thus  business  men  are 
tempted  to  incur  debts  and  responsibilities  which  they  would 
not  think  of,  except  in  times  of  a currency  greatly  expanded 
by  Bank  paper ; which  inflates  the  minds  of  all  property 
holders  with  the  conceit  of  wealth  that  is  purely  fictitious. 
For  when  the  prices  of  all  property  are  thus  enhanced,  they 
who  are  in  possession  of  it  feel  themselves  to  be  just  so 
much  richer  as  their  property  is  nominally  worth  more  than 
when  prices  were  down.  When  with  a bloated  currency,  a 
man  has  a thousand  dollars  in  his  pocket,  or  knows  that  his 
credit  is  good  for  that  amount  at  the  Bank,  he  feels  much 
richer  than  he  does  with  a sound  currency,  and  a hundred 
dollars  in  his  pocket,  notwithstanding  that  thousand  will 
buy  no  more  than  this  hundred.  Hence,  at  such  times, 
men  launch  out  into  all  manner  of  extravagant  expenditure. 
So  that  the  ruinous  extravagance,  recklessness  of  overtra- 
ding, wildness  of  speculation,  madness  of  stock  gambling, 
with  all  their  consequent  demoralization,  to  which  the  Kev. 
Beecher  ascribes  the  present  overthrow  of  credit,  as  its 
ultimate  cause,  are  themselves  caused  by  the  influence  of 
Banks  of  issue.  Their  final  and  legitimate  effect  upon  the 
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credit  system  is  just  that  wliich  we  are  suffering  at  the 
present  time. 

Y.  A CUEREXCY  IN  ORDER  TO  BE  SOUND  MUST  BE  STABLE. 

From  all  that  has  now  been  said  it  necessarily  follows, 
that  a currency,  in  orfler  to  be  sound,  must  be,  as  nearly 
as  possible,  fixed,  stable,  unchangeable ; especially,  that  it 
must  not  be  liable  to  any  sudden  diminution  or  contraction; 
and  that  if  it  increase  at  all,  it  must  be  in  some  natural 
and  slow  and  steady  ratio  to  the  increase  of  business 
and  population.  Eapid  increase  or  expansion  is  uniformly 
attended  by  all  the  evils  which  have  been  described ; and 
when  this  is  followed  by  sudden  diminution  or  contraction, 
business  is  paralyzed.  But  this  necessity  that  the  currency 
should  be  stable,  is  palpably  evident  from  its  use  as  the 
measure  of  the  value  of  all  other  things.  Y^hat  use  could 
weights  and  measures  serve  if  they  were  liable  to  constant 
• fluctuation  ! What  use  could  be  made  of  the  yard  stick  if 
it  could  be  stretched  to-day  from  thirty -six  inches  to  forty, 
or  a hundred ; and  were  liable  to-morrow  to  contract  to 
thirty,  or  ten  ! By  such  changeability  it  would  lose  its  use 
as  a measure  of  quantity ; and  inextricable  confusion  in  all 
business  in  which  it  is  employed  would  be  the  inevitable 
result.  The  same  is  true  of  ajl  weights  and  measures. 
They  would  become  useless,  and  the  occasion  of  utter  con- 
fusion in  all  business  in  which  they  are  employed,  if  they 
were  liable  to  sudden  increase  and  diminution  of  their 
weight  or  quantity.  Uniformity  and  fixedness  of  weights 
and  measures  are  indispensable  to  the  transaction  of  busi- 
ness. The  measure  of  value  is  no  exception.  The  cur- 
rency, the  medium  of  exchange,  is  sound  precisely  in  the 
degree  in  which  it  is  not  liable  to  fluctuation. 

But  the  precious  metals,  apart  from  the  influence  of  Bank 
paper  upon  them,  are  more  fixed  and  stable  and  unchange- 
able than  anything  else  with  which  we  are  acquainted,  (a) 
For  they  increase  in  quantity  only  by  the  slow  and  labo- 
rious and  steady  processes  of  mining ; and  they  are  subject 
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to  no  sudden  diminution.  It  is  true  that  the  late  discoveries 
in  California  and  Australia  have,  in  a few  years,  increased 
the  quantity  of  gold  in  the  commercial  world,  and  depre- 
ciated its  relative  value,  about  ten  per  cent.  But  no  cor- 
responding decrease  in  its  quantity,  and  consequent  increase 
in  its  value,  can  follow,  (b)  The  uses  of  the  precious  metals 
in  the  arts  are  well  defined  and  settled,  (c)  And  their  in- 
creasing use  as  money,  apart  from  Bank  issues,  is  naturally 
subject  to  fixed  laws,  which  are  those  of  the  increase  of 
business  and  population.  This  fixedness  of  the  precious 
metals  is  what  marks  them  as  provided  by  nature,  and 
what  first  caused  them  to  be  assumed,  and  what  has  main- 
tained them  in  use  from  the  earliest  ages,  in  all  countries 
where  trade  and  commerce  have  existed,  as  the  measure  of 
the  value  of  all  other  things ; that  is  to  say,  as  the  medium 
of  exchange,  as  currency,  as  money. 

Now  when  we  come  to  associate  with  the  precious  metals, 
on  a par  value  with  them,  that  which  has  no  intrinsic  value 
of  its  own,  but  one  which  is  merely  nominal  and  conven- 
tional, as  Bank  paper;  which  is  capable  of  enormous  in- 
crease by  the  multiplication  of  Banks  through  a term  of 
years ; and  which  is  bable,  in  an  equal  degree,  to  sudden 
diminutions  and  contractions — being  flushed  out  and  drawn 
back  by  millions  in  a day,  at  the  will  of  irresponsible  and 
close  corporations  and  of  individuals,  we  have  thereby 
introduced  into  the  currency  an  element  of  changeability 
which,  when  it  has  done  its  perfect  work,  destroys  the  cer- 
tainty and  use  of  the  circulating  medium  as  a measure  of 
value.  Then  follows  the  same  perplexity  and  confusion  in 
the  public  mind,  with  respect  to  the  currency,  which  would 
ensue  upon  the  introduction  of  a like  element  of  changea- 
bility into  all  other  weights  and  measures.  This  is  the 
enormous  evil  which  we  are  suffering  at  the  present  time. 

And  here  it  is  in  vain  the  assurance  is  given  that  every 
dollar  of  the  Bank  issues  is  secured  beyond  the  possibility 
of  ultimate  loss  to  the  bill  holders.  Uncertainty  upon  that 
point  is  not  the  root  of  the  trouble ; as  we  are  now  taught 
by  experience  which  all  men  can  understand,  that  the  most 
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ample  security  of  bill  holders  has  no  power  to  maintain  the 
credit  of  the  Banks  beyond  a certain  point  in  their  expan- 
sions ; and  no  power  to  prevent  such  ruinous  crashes  in 
business  as  the  present.  The  primary  cause  of  that  per- 
plexity and  confusion  of  the  public  mind  which  now  pre- 
vail, and  which  they  call  “the  panic,”  together  with  its 
consequent  derangement  of  business,  is  the  obscure  con- 
viction, generated  by  sudden  expansions  and  contractions  of 
the  currency,  that  it  can  no  longer  be  trusted  as  a fixed  and 
certain  measure  of  the  value  of  other  things.  ISTo  matter 
how  secure  the  Bank  issues  may  ultimately  prove,  this  is 
the  inevitable  result  of  such  expansions  and  contractions. 
Hence  no  man  can  buy  or  sell  by  means  of  this  currency, 
except  under  the  pressure  of  that  necessity  which  knows 
no  other  law,  and  at  ruinous  sacrifices.  Hence  the  Banks 
cannot  discount  as  before,  because  no  man  has  confidence 
in  their  issues,  and  these  are  immediately  returned  upon 
them  for  redemption,  at  a time  when  the  specie  is  not  at 
their  command,  and  they  cannot  redeem.  Hence  all  those 
who  have  relied  upon  buying  and  selling,  or  upon  Bank 
accommodations,  to  meet  their  engagements,  are  disap- 
pointed ; they  fail,  and  go  down ; and  through  them  almost 
the  whole  community  is  plunged  into  the  gulf  of  bank-'" 
ruptcy. 

VI,  The  reason  why  the  trouble  came  upon  us  just 

WHEN  IT  DID. 

But  how  did  it  happen  that  the  business  world  awoke  to 
to  the  conviction  that  the  currency  could  no  longer  be 
trusted  as  a measure  of  value  just  when,  they  did?  What 
was  it  that  destroyed  their  confidence,  and  prostrated,  as  in 
a moment,  all  the  credit  of  the  Banks?  Here  it  is  to  be 
observed  that  if  no  answer  could  be  given  to  this  question, 
it  would  not  invalidate,  or  weaken,  one  link  in  the  prece- 
ding chain  of  argument.  But  we  shall  the  better  under- 
stand it  if  we  remember  that,  for  twenty  years  now,  since 
the  reconstruction  of  the  Bank  system  after  1837,  the  cur- 
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rency  of  the  country  has  been,  with  short  and  slight  con- 
tractions, constantly  and  rapidly  expanding.  Every  new 
Bank  that  has  gone  into  operation  has  thrown  an  additional 
quantity  into  the  circulating  medium ; until  the  number  of 
Banks,  and  the  amount  of  their  issues,  have  become  enor- 
mous. This  has  begotten  and  nourished  that  mad  spirit  of 
extravagance,  over-trading,  speculation,  and  stock  gambling, 
which  has  so  grievously  corrupted  the  business  and  social 
life  of  the  people.  This  bloating  of  the  currency  had  de- 
preciated its  value,  and  enhanced  prices  until  they  had 
reached  a point  where  they  were  actuall}^  unwieldly.  And 
this  depreciation,  affecting  equally,  of  course,  the  value  of 
the  precious  metals,  has  driven  them  out  of  the  country, 
and  left  the  Banks  with  enormous  issues  afloat,  and  com- 
paratively little  specie  with  which  to  redeem  their  bills,  in 
case  of  demand.  Naturally,  at  last,  observing  this  from 
their  published  exhibits,  and  from  any  other  incidental 
causes,  no  matter  what,  they  began  to  feel  their  insecurity. 
Small  but  not  inconsiderable  contractions  followed.  These 
necessarily  imparted  to  the  community  some  feeling  that 
the  currency  was  changing.  This  feeling,  being  one  of  dis- 
trust, began  to  show  itself  in  quicker  returns  of  the  bills 
for  redemption.  Consequently  greater  contractions  had  to 
follow.  These  again  increased  the  feeling  of  insecurity ; 
until  the  process  reached  a point  where  it  could  not  go 
back,  but  must  continue  to  propagate  itself.  Thus,  at  last, 
all  confidence  was  overthrown ; and  the  loss  of  it  was  im- 
mediately justified  by  the  almost  universal  suspension  of 
the  Banks,  demonstrating  that  they  were  totally  unable  to 
fulfil  their  covenant  engagements,  i.  e.  to  pay  on  demand. 
We  have  the  result,  which  was  as  inevitable  at  some  point 
of  the  expansion  as  are  the  results  of  mathematical  and 
physical  laws. 

This  may  be  illustrated  if  we  compare  the  medium  of 
exchange  to  oil  as  a burning  fluid.  Put  into  your  lamp  the 
best  winter  strained  spermaceti  oil,  and  it  burns,  and  gives 
a bright,  steady,  and  cheerful  light.  Pour  into  it  a little 
water,  and  still  it  burns,  but  not  so  brightly  and  steadily  as 
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before.  Pour  in  a little  more  water,  and  your  lamp  flickers, 
and  grows  dim.  Continue  this  process,  and  inevitably  you 
will  reach  a point  where  it  will  not  burn  at  all ; it  goes  out 
in  utter  darkness.  Why  this  happens  just  when  it  does, 
you  cannot  say,  except  that  the  oil  has  reached  a point  or 
degree  of  dilution  or  corruption  where  it  will  no  longer 
burn.  ISTow  Bank  paper,  the  great  element  of  changeability, 
is  as  water  to  the  pure  oil  of  a fixed  and  stable  currency. 
Inject  a little  of  it,  and  the  currency  will  continue  to  work, 
though  not  so  steadily  as  before.  Pour  in  a little  more 
Bank  paper,  and  still  it  works,  but  after  a more  uncertain 
and  fluctuating  manner.  Continue  this  process,  and  inevit- 
ably you  reach  a point  or  degree  in  the  corruption  of  the 
currency  where  it  will  no  longer  work  at  all.  Just  where 
that  point  lies  we  know  only  from  experience — such  expe- 
rience as  that  of  1837  and  1857.  But  whenever  that  point 
is  reached,  the  harvests,  however  abundant,  cannot  be 
brouglit  to  market,  because  the  currency  will  no  longer 
work  to  move  them ; a dead  lock  takes  place  in  trade,  be- 
cause the  currency,  the  wheels  of  trade,  will  no  longer 
turn ; darkness,  perplexity,  confusion  of  mind  settles  down 
upon  the  business  world,  because  the  currency,  the  oil  and 
light  of  business,  will  no  longer  burn  to  give  light. 

There  is,  however,  a specific  cause  which  operates  to 
determine  Avhen  this  shall  take  place,  which  ought  not  to 
be  overlooked.  This  is  the  influence  of  those  among  the 
great  capitalists,  who  understand  the  workings  of  this 
mighty  engine  of  speculation,  and  who  exert  themselves 
so  to  govern  it  that  they  may  reap  all  the  benefit  of  the 
fluctuations  in  the  value  of  all  property  which  are  caused 
by  these  expansions  and  contractions  of  the  currency.  It 
is  true  that  many  capitalists  are  as  ignorant  upon  this 
subject  as  other  people ; and  they  are  as  liable  to  suffer 
shipwreck  in  such  financial  storms  as  any  others  of  the 
uninitiated.  Examples  will  readily  occur.  But  it  is  true 
also  that  many  of  this  class  do  understand  the  whole  mat- 
ter. Nicholas  Biddle  understood  it  perfectly,  as  is  evident 
from  several  passages  of  his  writings  where  he  incidentally 
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lets  the  cat  out  of  the  bag.  And  what  is  their  policy  ? 
Why,  commencing  from  some  point  of  greatest  contraction 
of  the  currency,  such  as  that  which  followed  the  great 
crash  of  1837,  when  the  prices  of  all  property  are  fallen  to 
the  lowest  amount,  they  buy,  buy,  buy,  everywhere  — 
invest,  invest,  invest,  in  everything  that  will  bear  invest- 
ment, to  the  extent  of  their  means.  Then  they  go  to  work 
to  reconstruct  the  Bank  system.  They  favor  and  promote 
the  organization  of  Banks  of  issue  in  every  village  where 
it  is  possible  that  one  should  exist.  They  carry  on  this 
process  through  a period  of  years,  hastening  it  forward  as 
fist  as  they  can,  until  every  city  is  filled,  and  the  country 
is  covered  with  Banking  institutions ; and  the  currency  is 
expanded  and  bloated  to  a vast  extent ; and  the  prices  of 
all  property,  of  their  own  with  the  rest,  are  proportionately 
enhanced.  When,  by  this  means,  and  by  the  spirit  of 
speculation  which  it  fosters,  prices  have  gone  up  enor- 
mously, and  these  men  begin  to  suspect,  from  the  little 
amount  of  specie  in  the  country,  and  from  other  signs  of 
no  uncertain  significancy  to  the  initiated,  that  the  bubble 
is  blown  almost  to  bursting,  then  what  is  their  policy  ? 
Why,  sell,  sell,  sell.  Thus  by  this  manoeuver  they  double, 
triple,  quadruple,  or  quintuple  their  capital.  The  necessary 
tendency  of  throwing  such  a vast  amount  of  property  upon 
the  market  is  to  begin  a reaction.  This  reaction  they  favor 
with  all  their  influence,  especially  in  the  City  Banks,  of 
which  they  are  the  chief  directors.  Thus  they  frustrate 
every  attempt  at  compromise,  or  whatever  could  ease  mat- 
ters, or  cause  the  bubble  to  hold  out  a little  longer.  This 
is  one  of  the  objects  of  that  fierce  struggle  between  the 
Bulls  and  Bears  of  Wall  street,  which  has  been  raging  with 
such  unparalleled  fury  for  some  years  past ; and  the  whole 
tendency  of  which  is  to  unsettle  the  public  mind  with 
respect  to  the  value  of  every  species  of  property.  And 
this  is  the  true  explanation  of  that  enigma,  so  insoluble  to 
the  public,  i.  e.  the  conduct  of  the  New  York  Banks  in  the 
present  crisis,  in  which  they,  in  most  cases  unconscious 
no  doubt  of  the  influence  which  has  directed  them,  have 
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steadfastly  and  strenuously  resisted  every  proposed  course 
whicli  could,  by  any  possibility,  have  kept  up  a little 
longer  tbe  credit  of  tlie  country  Banks,  and  of  the  currency 
in  general.  The  money  lords  who  were  initiated  had  passed 
the  word  that  it  should  go  down.  And  for  what  ? Why, 
that  the  currency  might  be  contracted  again  to  the  least 
possible  amount;  and  this  that  the  prices  of  property  might 
go  down  again  to  the  minimum;  and  this  that  these  capital- 
ists might  buy  again  to  the  extent  of  their  means;  and  after 
that,  in  fine,  that  they  might  repeat  the  whole  operation, 
and  again  double  or  quintuple  their  capital.  Now,  there- 
fore, as  soon  as  prices  have  touched  the  bass  string  of  the 
fiddle,  we  shall  see  them  begin  to  reconstruct  the  Bank 
system. 

Thus  it  is  that  this  system  enables  the  great  capitalists 
to  absorb  the  property  of  the  country,  tending  always  to 
make  the  rich  man  richer,  and  the  poor  man  poorer ; and 
for  this  end  the  engine  is  incessantly  worked  with  enor- 
mous power  by  those  who  understand  it.  It  was  to  favor 
such  speculation  as  this  that  the  Bank  of  England,  in 
182-1-5,  increased  its  issues  to  such  an  extent  as  to  call 
into  existence,  in  the  space  of  a single  year,  six  hundred 
joint  stock  companies,  with  a capital  of  nearly  four  hun- 
dred millions  of  pounds  sterling.  As  soon  as  this  result 
had  been  accomplished,  and  the  whole  kingdom  had  become 
mad  with  speculation,  and  the  prices  of  all  property  enor-  / 
mously  enhanced,  but  not  before  those  who  were  in  the 
secret  of  the  operation  had  sold  out,  she  suddenly  contracted 
her  circiTlation  to  nearly  an  equal  amount.  All  those  com- 
panies were  left  a perfect  wreck,  and  their  then  stock- 
holders, together  with  tens  of  thousands  besides,  were 
ruined.  A few  persons  by  means  of  this  engine  actually 
swept  up,  in  two  or  three  years,  into  their  own  hands  a 
large  proportion  of  the  property  of  the  country.  A few 
years  later,  the  managers  of  the  Bank  of  thp  United  States, 
seeing  what  a splendid  operation  this  had  proved,  followed 
suit.  In  less  than  a single  year  they  expanded  their  issues, 
above  what  they  had  been  before,  no  less  than  thirty  millions. 
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Immediately  those  who  were  in  the  secret,  and  naturally 
multitudes  who  were  not,  set  themselves  to  organize  vast 
schemes  of  speculation.  The  farmer  left  his  plough,  the 
mechanic  his  shop,  the  manufacturer  his  mill,  the  lawyer 
his  ofS.ce,  the  merchant  his  counting  house,  and  even  the 
clergyman  his  pulpit,  to  speculate.  Prices  went  up  with 
inconceivable  rapidity.  The  flush  in  currency  set  the  peo- 
ple wild  with  the  conceit  of  wealth.  But  the  knowing  ones 
sold  out  as  quickly  as  possible  — for  it  was  understood  to 
be  intended  for  a rapid  move  — and  immediately,  in  a few 
months,  the  Bank  contracted  her  circulation  nearly  forty 
millions.  The  brilliant  manoeuver  was  successfully  exe- 
cuted. The  comparatively  few  persons  for  whose  benefit 
it  was  intended,  had  swept  from  under  whole  communities 
all  their  property,  and  left  them  ruined.  But  what  of 
that  ? Their  own  fortunes  were  made.  It  was  in  view  of 
these  results  that  the  following  testimony  against  Bank 
paper  was  wrung  involuntarily  from  Daniel  Webster:  “It 
wars,”  he  says,  “against  industry,  frugality  and  economy; 
and  it  fosters  the  evil  spirit  of  extravagance  and  specula- 
tion. Of  all  the*  contrivances  for  cheating  the  laboring 
classes  of  mankind,  none  has  been  more  effectual  than  that 
which  deludes  them  with  paper  money.  This  is  the  most 
effectual  of  inventions  to  fertilize  the  rich  man’s  fields  with 
the  sweat  of  the  poor  man’s  brow.”  And  a still  stronger 
testimony  even  than  this,  because  it  was  in  conformity 
with  his  whole  life,  was  given  by  Washington,  in  the 
words,  “It  (paper  money)  immediately  opens  the  door  for 
speculation,  by  which  the  least  designing,  and  perhaps  most 
valuable  part  of  the  community,  are  preyed  upon  by  the 
more  knowing  and  crafty  speculators.” 

YII.  The  Eeiiedt. 

It  is  perhaps  too  much  to  hope  that  the  pubhc  mind  is 
yet  fully  ripe  for  the  only  possible  and  all-suffcient  remedy 
and  preventive  of  these  financial  troubles.  But  it  is  cer- 
tain that  we  have  made  great  progress  towards  it  since 
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1837.  By  the  revulsion  of  that  day  the  system  of  Banks 
of  issue  received  a mighty  blow,  was  reconstructed  with 
great  difficulty,  and  much  more  slowly  than  those  who 
understood  its  working,  and  knew  how  to  profit  by  its 
fluctuations,  desired.  But  what  saved  it  from  utter  repro- 
bation at  that  time,  was  that  it  did  not  secure  the  bill 
holders.  To  that  defect  the  panic  and  crash  were  almost 
universally  ascribed.  The  common  speech  of  men  was, 
“If  these  bills  had  been  secured,  the  credit  of  the  Banks 
never  could  have  been  shaken.”  Of  course,  then,  in  the 
reconstruction  of  the  system,  the  first  thing  was  to  provide 
ample  security  for  the  bill  holders.  In  the  State  of  ISTew 
York  this  object  was  attained  in  a manner  which  left  nothing 
to  desire.  Consecjuently  the  system  reached  a much  higher 
degree  of  credit  than  before.  The  bubble  lasted  longer 
than  otherwise  it  could  have  done.  The  extension  became 
greater,  and  the  currency  more  depreciated.  But  for  the 
influence  of  the  sub-Treasury  in  retaining,  for  its  own  uses, 
the  precious  metals,  they  would  have  been  driven  out  of 
the  country  to  an  xinparalleled  extent.  Few  men  asked 
any  other  question  than  this,  “Are  these  bills  secure?  Will 
they  ultimately  pay  dollar  for  dollar?  If  so,  then  the  busi- 
ness of  the  country  is  safe  — revulsion  is  impossible.” 

llow  completely  is  this  reasoning  overthrown  by  what 
we  are  now  suffering!  For,  with  a Bank  system  by  which 
every  bill  is  secured,  dollar  for  dollar,  credit  is  prostrated, 
the  Banks  are  suspended ; and  but  for  the  most  unwise 
forbearance  on  the  part  of  their  creditors,  must  immediately 
go  into  liquidation ; and  the  consequence  is  universal  dis- 
tress, public  ruin.  This  blow,  therefore,  which  the  system 
has  now  received,  is  heavier  a thousand  fold  than  that  of 
1837.  Now  the  question  is  forced  upon  every  mind  that 
can  think.  Is  it  possible,  with  a paper  currency,  to  secure 
the  business  of  the  country  from  such  revulsions,  by  any 
means  short  of  requiring  the  Banks  to  keep  ever  on  hand 
an  amount  of  specie  or  bullion  equal  to  the  amount  of 
their  issues,  dollar  for  dollar  ? This  question  must  soon 
come  before  every  Legislature  of  every  State  in  the  Union. 


That  through  the  influence  of  those  who  profit  bj  these 
fluctuations,  it  will  be  answered  by  the  legalization  of  the 
refusal  of  the  Banks  to  fulfil  their  covenant  engagements, 
i.  e.  “to  pay  on  demand;"  that  their  constitutional  obliga- 
tions will  be  set  aside  by  legislative  enactments,  and  their 
public  fraud  as  publicly  justified,  the  late  action  of  the 
Pennsylvania  Legislature  indicates  by  no  uncertain  signs. 
But  the  future  is  ours.  This  will  not  be  done  in  the  Legis- 
lature of  New  York  without  such  opposition  and  discussions 
as  were  never  before  known,  and  such  as  cannot  Lail  to 
pour  a flood  of  light  upon  the  popular  mind,  with  respect 
to  the  only  true  and  effectual  remedy  and  preventive  of 
these  periodic  crashes  and  revulsions  in  the  business  of 
the  country. 

What  that  remedy  is  sufiiciently  appears  from  the  whole 
tenor  of  the  foregoing  discussion.  But  it  can  be  best  ex- 
plained by  some  account  of  the  old  Bank  of  Amsterdam,  < 
the  noblest  money  institution  upon  which  the  sun  ever 
shone.  This  was  the  first  Bank  established  in  Europe  after 
the  revival  of  commerce  and  letters,  excent  those  of  Yenice 
and  Florence,  which  represented  the  same  principle.  It 
was  created  by  the  city  of  Amsterdam,  which  managed  its 
concerns,  and  stood  responsible  to  its  creditors,  in  1609,  at 
a time  when  the  coin  of  Holland,  and  of  the  commercial 
world,  had  become  worn  and  clipped  and  depreciated  to  a 
considerable  extent — chiefly  for  the  purpose  of  rectifying 
the  currency.  It  received  deposits  of  specie  at  its  intrinsic 
value,  also  of  bullion,  not  only  from  Holland  but  from  all 
parts  of  the  commercial  world  ; and  for  these  it  issued  cer- 
tificates ; which,  therefore,  always  represented  their  exact 
value  in  coin  and  bullion  in  the  vaults  of  the  Bank.  These 
certificates  of  deposit  were  always  of  convenient  denomina- 
tions, like  our  Bank  bills  in  that,  and  in  nothing  else  ; and 
they  entitled  and  enabled  the  holder  to  draw  from  the  Bank 
the  exact  portion  of  the  deposit  which  they  represented,  at 
his  pleasure.  Consequently  they  could  never  swell  the 
currency  beyond  the  amount  of  the  precious  metals  in  the 
country;  and  could  never  depreciate,  nor  fail  to  be  paid 
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on  demand.  Upon  that  basis,  as  was  inevitable,  they  soon 
came  to  serve  for  the  medium  of  exchange,  not  only  for 
the  vast  commerce  of  the  Dutch  at  that  time,  but  also  to  a 
great  extent,  in  every  country  in  Europe.  All  bills  upon 
London,  Paris,  St.  Petersburgh,  and  every  other  commer- 
cial city,  were  uniformly  paid  by  drafts  upon  the  Bank  of 
Amsterdam.  They  performed  the  drudgery,  and  assumed 
the  hazard  of  specie,  whilst  this  lay  stored  in  the  vaults  of 
the  Bank,  where  it  could  suffer  no  loss  or  diminution  of 
value.  Consequently  every  considerable  merchant  in  Eu- 
rope found  it  to  his  advantage  to  open  an  account  with  this 
institution  ; which  thus  made  the  city  of  Amsterdam  for  a 
hundred  years  the  financial  and  commercial  centre  of  the 
world.  From  this  principle  the  Bank  of  Amsterdam  never 
departed  — it  never  became  a Bank  of  issue  with  power 
to  inflate  and  contract  the  currency. 

This,  and  nothing  else,  is  the  only  true  and  effective 
remedy  for  our  commercial  disorders.  Such,  and  such 
only,  are  the  Banks  that  are  demanded  by  trade  and  com- 
merce. For  such  a currency  would  obviate  all  the  objec- 
tions against  gold  and  silver  on  the  score  of  inconvenience, 
and  expense  of  transportation.  It  would  be  redeemable  at 
any  and  every  moment  on  demand.  It  could  never  be 
expanded  byond  the  amount  of  the  precious  metals  actually 
in  the  country.  It  would  be  subject  to  no  sudden  con- 
tractions. It  could  never  depreciate.  It  would  have  the 
same  value  over  the  whole  country,  and,  therefore,  could 
suffer  no  loss  by  exchange.  In  fact  it  would  be  subject  to 
less  of  casualty,  depreciation  and  fluctuation  than  the  pre- 
cious metals  themselves.  A.nd  the  whole  expense  of  it 
would  be  just  that  of  the  safe-keeping  of  the  coin  and 
bullion,  and  of  the  printing  and  engraving  of  the  certifi- 
cates. 

But  what  then  becomes  of  the  credit  system  ? Why,  it 
would  remain  untouched  in  every  legitimate  element  of  its 
power  and  usefulness  that  it  ever  had.  Whoever  had 
money  to  lend  might  lend  it,  as  now,  whether  joint  stock 
companies,  or  individuals.  What'  more  can  be  done  under 
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any  system,  except  by  giving  tlie  money  lender  the  power 
to  create  a fictitious  medium  of  exchange,  thereby  depre- 
ciating the  value  of  the  whole  currency  that  he  may  have 
wherewithal  to  lend?  As  many  institutions  for  the  discount 
of  notes  to  accommodate  borrowers,  might  have  place  under 
such  a system,  as  the  trade  in  money  could  possibly  de- 
mand. In  value  there  would  be  just  as  much  money  to 
lend  as  there  could  be  with  any  amount  of  inflation  or  ex- 
pansion. But  there  would  be  this  great  difference  — the 
money  lender’s  trade  would  be  divorced  from,  and  deprived 
of  its  power  to  tamper  with  the  national  currency.  The 
business  of  the  country  would  go  forward  steadily ; pub- 
lic and  private  wealth  would  steadily  increase.  There 
would  be  no  more  of  these  periodic  revulsions,  panics, 
crashes,  which,  every  few  years,  have  plunged  our  nation 
into  financial  and  commercial  ruin.  The  war,  described  by 
Webster,  of  paper  money  against  industry,  frugality  and 
economy,  would  be  ended.  This  diabolical  contrivance  to 
cheat  the  laboring  classes  of  mankind,  to  fertilize  the  rich 
man’s  fields  with  the  sweat  of  the  poor  man’s  brow,  would 
be  remembered  only  as  a stupendous  monument  of  the 
frauds  that  could  be  practiced  in  a dark  age,  when  com- 
merce was  yet  in  its  infancy. 
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